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In mid-June, Harvard University's Business School released a study on transportation conditions,
customs administration, and investment promotion in Central America that was commissioned by
the isthmian governments. The study, presented to the regional presidents in a summit in late June,
concluded that extremely poor infrastructure development represents a major impediment in the
region's ability to compete in the global economy. "No country in Central America has a system in
place that meets world-market cargo-transport demands, and that represents a serious obstacle to
the region's competitive capacity," reads the report, prepared by a team of Harvard experts headed
by Michael Porter, an internationally acclaimed specialist on business competition.
In particular, the report cited lack of adequate financing for infrastructure, poor planning and
organization, lack of regional coordination, and inefficiency in customs administration in all the
countries as the principal factors that discourage greater private-sector investment in the region.
The report made a series of recommendations to improve the investment climate. It suggested
that the governments allow the private sector to take over the design, construction, operation,
and maintenance of highways. It also called for establishment of a regional investment fund for
infrastructure projects, and it urged local governments to approve new laws that would make cargo
transport more flexible.
Regarding customs, the report called for an administrative overhaul in all the countries to convert
customs centers into conduits for regional and extraregional trade, providing adequate and timely
information to investors to reduce production costs. Currently, customs warehouses are basically
tax-collection centers for the Central American governments, meaning that the entire concept of
customs administration must change, according to the report.
Among other recommendations, the Harvard scholars suggested that governments develop new
conflict-resolution mechanisms to handle problems with investors. They also recommended less
restrictions on profits and capital repatriation, plus creation of a special government office in each
country to provide global information on rules and regulations to establish business activities, all of
which would provide much greater incentives for foreign investors. The report will provide a basis
for consultations between the regional governments and private-sector associations in the coming
months regarding methods to improve the investment climate in Central America.
In fact, a follow-up meeting with the Harvard commission took place in early July at the Central
American Institute for Business Administration (INCAE), a Harvard-affiliated business school
in Costa Rica. The conference was attended by the Central American presidents and some 200
private-sector leaders from around the region. The Harvard commission is also assisting the Central
American governments to prepare a meeting with multilateral lending institutions to seek financial
assistance for infrastructure development in Central America.
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Last March the Federacion de Entidades Privadas de Centroamerica y Panama (FEDEPRICAP)
held a special conference with directors from the Inter-American Development Bank (IDB)
to begin reviewing some of the region's financial needs for infrastructure. At the conference,
FEDEPRICAP presented a report that said a minimum of US$3 billion per year must be channelled
into infrastructure during the next ten years if the region is to become competitive in the global
economy. In recent years, an average of only US$250 million per year has been invested in
infrastructure, according to FEDEPRICAP. [Sources: Agence France-Presse, 06/17/96; Agencia
Centroamericana de Noticias- Spanish news service EFE, 03/12/96, 06/18/96, 06/21/96; Inforpress
Centroamericana (Guatemala), 06/27/96; Tico Times (Costa Rica), 07/12/96]
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